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which did not itself increase expenditures but illustrated the
wider strides of Commonwealth action.    Labour vainly tried
to quicken such strides by pressing for constitutional amend-
ments to enlarge the jurisdiction of the Arbitration Court,
magnify the powers of the Commonwealth over trade, and
nationalize   monopolies.    Nevertheless,   amendment  or no
amendment, the First World War forced the Commonwealth
to augment its activity, since upon it fell the task of marshal-
ling the human and material resources of the nation.    With
rising expenditures it was driven to tap sources of income
beyond the customs duties, and thereby to encroach upon
the narrow fiscal territory of the states.    Hitherto the only
federal direct tax was the land tax of 1910, which had been
mainly intended to break up large holdings rather than to
reap revenue.    Now the Commonwealth was forced to impose
taxes on income, entertainments, war profits, and postage.
Of these some lapsed with the return of peace; others, in-
cluding the income tax, survived, and sharpened the diffi-
culties of the states in raising revenue from the same sources.
After 1918 the states assumed heavier financial burdens
owing to a costly growth in social services and extensive
borrowing for public works at a time when the Common-
wealth was invading their fiscal territory.    The Financial
Agreement of 1927 was designed to give relief by creating a
new relationship between the Commonwealth and the states.
It abolished the per capita payments, made the Common-
wealth assume the debts of the states (July 1, 1929), and for
management of the debt and control of future borrowing
established an Australian Loan Council, which was to consist
of a representative for each state, the Commonwealth having
two votes and a casting vote and each state a single vote.15
Thus the states and Commonwealth would exert a joint
direction over borrowing and development.    Authorized by
an amendment of the constitution, the Agreement was duly
submitted to the electorate, approved in November, 1928,
and for the future cannot be altered without consent of all
the contracting parties.
^R. C. Mills, "The Financial Relations of the Commonwealth and the
States" (Economic Record, May, 1928). See also the survey in the Report of the
Royal Commission, on the Constitution, chap. XIX.